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KEY ECONOMIC INDICATORS: ZAIRE i 


All values in millions of US Exchange rate: US $ = 2.94 zaires 
$ unless otherwise stated. as of February 22, 1980 


he 
1977 1978 1979 *77-"78 


PRODUCTION 
GDP (constant 1970 prices) 1974 1920 1901 
Copper (1000 metric tons) 489.5 420.0 399.5 
Cobalt 10.2 13.2 15.0 
All mineral index (1970=100) 108 101.8 100.0 
Agricultural index (1970=100) 105.1 100.0 100.0 
Manufacturing index 107.1 102.3 100.3 
(1970=100): 
MONEY, CREDIT AND PRICES : 
(in millions of zaires) 
‘Money supply 
Net credit to government 
Net credit to business 
Consumer price index 
(1970=100) 


GOVERNMENT BUDGET 

(in millions of zaires) 
Receipts 699 
Expenditures 1008 
Deficit - 310 

BALANCE OF PAYMENTS AND TRADE 2 
Total exports (FOB) 1239 
Total imports (CIF) 1258 
Balance of trade - 19 
Overall balance (official - 508 

settlements basis) 


EXTERNAL PUBLIC DEBT . 
Total debt outstanding 


at beginning of year 
Total debt service due 
Service payments as % of 


All figures are Bank of Zaire data unless otherwise indicated and include most 
recent available revisions of prior year statistics. 


1978 figures for Money, Credit and Prices and Balance of Payments-are Embassy. - 
estimates. 


Public debt figures are based on IBRD/IMF data. 
-Including undisbursed debt. 


Dees not include arrears on public debt service payments or take into account 
rescheduling of 1978 and 1979 debt maturities and principal and interest arrears. 





SUMMARY 


Despite its impressive long-term economic potential, Zaire continues to 
be plagued by financial and administrative difficulties which sharply 
curtail economic development. The economic slump that began in 1975 when 
the price of copper plunged is only slowly beginning to show signs of 
abating. Sizeable debt service payments continue to consume large 
amounts of Zaire's available foreign exchange, restricting Zaire's 
ability to procure essential imports and thus contributing to declines 

in agricultural, industrial and mineral production. GDP has continued 

to fall in real terms, and inflation ran over 65% in 1979. 


An expected increase in copper production together with strength in 

copper prices, if sustained, could improve slightly Zaire's foreign exchange 
receipts in 1980. This should result in an increase in imports in essential 
raw materials. Zaire has also begun to take steps to improve the situation, 
primarily under the auspices of the International Monetary Fund (IMF) and 
the World Bank (IBRD). An IMF standby loan with $150 million in financing 
was approved in August 1979, while the long-awaited rescheduling agreement 
with Zaire's international bank creditors was signed in April 1980. Zaire 
also reached an understanding with its foreign government creditors in 
Paris in December 1979 to reschedule 1980 maturities and 1978/79 interest 
and principal arrears, and bilateral implementing agreements are expected 

to be signed by the end of the summer. Finally, an IBRD consultative group 
meeting is being held in late May of this year to review Zaire's economic 
recovery efforts to date and consider medium-term investment projects. 
Provided that ongoing government reform efforts continue to bear fruit, 
Zaire can thus be expected to have made significant progress in 1980 
toward laying the basis for an eventual economic upturn in 1981/82. 


Zaire's significant potential in natural resources and hydro-electrical 
energy, and its central market location, will continue to attract foreign 
investment over the long-term. The outlook for US investors and exporters 
in the next two years, however, will be limited and available opportunities 
will require an understanding of GOZ foreign exchange restrictions and 
allocation methods. At present, export efforts aimed at Zaire should favor 
those sectors which earn foreign currency or receive funds through inter- 
nationally or bilaterally-financed development programs, principally mining, 
transportation, agriculture and energy. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Rising Mineral Production and Prices 


Zaire's economic fortunes continue to follow closely those of Gecamines, 
the state-owned giant copper and cobalt producer. Gecamines' 1979 mineral 
export earnings were sharply higher than those in 1978,largely due to un- 
expected strength in world copper prices and continued strength in world 
cobalt prices. Copper production dropped five percent in 1979, however, 
continuing a four-year trend. Moreover, production of Zaire's other 
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principal mineral exports including industrial diamonds, zinc, tin, gold 

and silver also continued to decline as a result of the persistent shortage 
of spare parts and fuel. The picture for 1980 looks better based on first 
quarter performance. Gecamines' copper production should increase over 

ten percent while cobalt production will probably be kept below the very 
satisfactory 1979 level due to an easing in world demand. Provided copper 
and cobalt prices do not decline too far from current levels for the balance 
of 1980,Zaire's export revenues from these two minerals are expected to be 
similar to those in 1979. Zaire's petroleum production is also expected 

to rise significantly in 1980 based on enhanced recovery efforts and modest 
new off-shore and on-shore discoveries. In addition, exploratory drilling 
is to begin by the end of the year in the Zaire River basin. Zaire, 
nonetheless, will remain an importer of petroleum products for the foreseeable 
future. 


Agriculture: Food Shortages 


Zaire's agricultural production continued to stagnate in 1979 reflecting 
years of government investment neglect, the deleterious effects of 

specific governmental policies such as the 1973 Zairianization, which 
wreaked havoc with Zaire's plantation system, unrealistic and self- 
defeating crop price controls and widespread deterioration in the 
transportation sector. However, revenues from Zaire's traditional 
agriculture exports--coffee, rubber, palm oil--improved slightly in 

1979 due to stronger world prices. JZaire's food stocks also remained 

very tight in 1979 as a result of the foreign exchange crisis, which 

limited food imports, and difficulties in marketing domestic production. 
Zaire will be forced to allocate some $340 million for food imports 

again in 1980. It is hoped the IBRD Consultative Group Meeting this summer 
will assist Zaire in establishing priorities in its medium-term agricultural 
rehabilitation and development program and thereby put a brake on the country's 
growing food import dependency. 


Multilateral Recovery Efforts 


The Government of Zaire picked up the pace of its negotiations with the IMF 
and IBRD, international banks, and various donor country governments in 
1979 with favorable results. Zaire reached an agreement with the IMF on a 
new stabilization plan covering the last half of 1979 and all of 1980. 

The key elements include limitations on the size of the budget deficit 

and related limits on credit expansion, strict control over foreign 
exchange spending for non-priority items, reduction of arrears on commercial 
and other debt, and a ceiling on wage increases. In return, the IMF has 
agreed to a standby loan of $150 million to be disbursed in six quarterly 
tranches over the year and a half period. While the stabilization program 
got off to a slow start, necessitating renegotiation of the agreement in 
February 1980, Zaire ,nonetheless,had qualified for the second and third 
tranche drawings of the standby loan by May. The success of this third 

IMF stabilization program for Zaire is still not assured, however. 


In September 1979, the Bank of Zaire also initiated negotiations with the 
major international bank creditors of the so-called "London Club" in a 
renewed attempt to reschedule some of Zaire's enormous public debt. With 
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the help of an international team of financial consultants, the central 
bank was able to reach an agreement for a ten-year rescheduling of $434 
million in debt, in April 1980. This agreement is expected to be followed 
shortly by the conclusion of bilateral rescheduling agreements with Zaire's 
official "Paris Club" creditors concerning 1978/79 arrears and most 1980 
maturities owed to or guaranteed by foreign government lenders. However, 
because of the size of Zaire's public debt ($4.2 billion as of Jume 1979), 
debt service in 1980 even with the private bank and official government 
reschedulings will amount to some $475 million or approximately 25% of 
Zaire's export earnings. It is clear that the Zairian government will 
have to undertake a major effort to ration foreign exchange resources, 
including those for crucial imports, if it is to meet the new debt service 
obligations and reestablish its creditworthiness. 


Cognizant of the heavy demands ahead on tight foreign exchange resources, 
the Zairian government again approached key donor countries in 1979 for 
balance of payments assistance. The third Brussels conference on aid 

for Zaire met in November 1979, and Zaire's principal trading partners 
agreed to provide $200 million in balance of payments assistance in 1980 
provided Zaire remain in compliance with the IMF stabilization plan. Since 
this assistance is deemed insufficient to provide the level of imports 
necessary for an economic turnaround,it is expected that the Zairian govern- 
ment will renew its request for additional balance of payments support 
during the IBRD-sponsored consultative group meeting in May. 


The Zairian government is attempting its own bootstrap effort to revitalize 
its economy under the rubric of the Mobutu Plan. Originally envisioned 

by the Zairians as a kind of Marshall Plan involving substantial funding 
from European, Japanese, Arab and North American donors, the Mobutu Plan 
has slowly evolved into a program which emphasizes internal Zairian economic 
reforms as well as substantial foreign assistance. In particular, the 
Mobutu Plan emphasizes managerial reform at the Bank of Zaire, the Depart- 
ment of Finance, and parastatal companies. Nevertheless, the central thrust 
of the Mobutu Plan remains the relaunching of production through an ambitious 
investment program concentrated in the agricultural, transportation, energy 
and mining sections. 


Investment Climate 


Despite concerted efforts, Zaire continues to experience difficulties in 
stabilizing its economy and in creating an attractive climate for foreign 
investment. Foreign private investment is slowed by the business depression 
and companies' inability to repatriate earnings. Nevertheless, Zaire's new 
investment code gives substantial tax incentives for new investment and 
encourages the development of industries to take advantage of domestic 
resources. 


Current US private investment in Zaire totals approximately $250 million 
and some firms, such as Minoterie de Matadi (MIDEMA), owned by Continental 
Grain, anticipate expansion or new plant commitments in the future. Societe 
Miniere de Tenke Fungurume, a prospective copper producer, about 15% US 
owned, has not commenced operations yet, while Constructeurs Inga-Shaba, 
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a US consortium of two companies, has completed about 80% of the 1,000 

mile powerline project although work on terminal stations is less advanced. 
Through Esso-Zaire, Exxon Corporation will begin exploration activities in 
the Zaire River Basin within a few months as part of a joint-owned concession 
with Texaco. Activities of established manufacturers such as General Motors 
and Goodyear have been curtailed currently by the interruption of foreign 
exchange flows to industry. 


Attractive investment potential in Zaire currently lies in high energy 
consumption industries that can use domestic mineral and electrical energy 
resources. Other areas beckoning are timber, food processing, manufacturing 
for domestic and export markets, and plantation agriculture. Some potential 
investors are seeking protocols with the Government of Zaire indicating their 
intentions to invest; however, few of them have found the necessary 

financing to begin their operations. 


Implications for the United States 


Zaire remains a significant market for US exports and maintains its lure 

for long-term direct American investment due to its domestic market 

potential and abundant natural resources. For the 10-month period ending 
Uctoper 1979, US exports to Zaire were at a 50% higher rate over the comparable 
10 -month period for the previous year, according to US Department of Commerce 
figures. Rising copper and cobalt prices in 1979 provided the main foreign 
exchange relief and brought about a reversal of the drop in US exports to 

Zaire in 1978 which amounted to $82 million for the full year. However, 

US investors must continue to focus on the general foreign exchange shortage 

and identify those buyers who have access to available sources. 


Under guidelines set by the Central Bank in 1978, Zairian commercial banks 
allocate foreign exchange to importers. Each bank allocates the available 
funds in accordance with the following formula: 25% invisibles, 33% 

essential foods and pharmaceuticals, 35% raw materials and semi-finished 
products for industry, spare parts, chemicals and utilitarian vehicles, 

2% energy, and 5% non-priority imports (items not listed above). Exporters 
are required to repatriate all foreign exchange earnings to the banking 

system and are not officially guaranteed the use of any of their foreign 
currency earnings. However, in practice exporters can expect to use at 

least 40% of repatriated foreign exchange. 


Currently Zaire is receiving about $200 million a year in balance of payments 
aid from bilateral and multilateral sources, while disbursements on project- 
related assistance are approximately $150 million, including IBRD funding. 

In addition, present GOZ estimates project export revenues from minerals 

and agriculture in 1980 at about $2 billion or roughly equivalent to 1979 
levels. Of total available financial resources, Zaire is expected to spend 
about $1.4 billion for imports of essential goods and services on a govern- 
ment-established priority basis. 


The Zairian Development Bank, SOFIDE, through multilateral loans and commercial 
credits provided to it, makes available foreign exchange financing primarily for 





agricultural projects in the country's interior but has also made some 
loans available for industrial expansion and new construction. In 
1980 SOFIDE will have about $26 million in credits to make long-term 
loans to the development sectors of agriculture, transportation, 
energy and industry. 


The World Bank currently has projects under consideration for Zaire 
representing a total investment of about $150 million. World Bank 
projects under consideration of special interest to American exporters 
are port, rail, and river rehabilitation, rehabilitation of exist- 

ing Gecamines minerals production facilities, expansion and reha- 
bilitation of a sugar processing facility, a maize development project, 
and a project for lake and river fisheries rehabilitation. 


USAID expects in FY 1980 to commit about $6.8 million in development 
funds for technical and developmental assistance and rural develop- 
ment activities. Purchases will be made of farm implements, trans- 
port vehicles, and spare parts. Bilaterally financed aid projects 
normally require procurement in the donor country. 


Zaire's main export industries, mining and coffee, continue to 
exhibit steady demand for US goods and have ready access to 
foreign exchange sources. In the mining sector, US equipment 
is traditionally preferred for its quality and, Gecamines, the 
state-owned copper giant is the prime market for such equipment. 


The coffee sector requires trucks and tractors for cultivation, 
transportation, and road maintenance. Reconditioned aircraft 

are also in demand by coffee traders who must move across Zaire's 
expanses and contend with difficult transportation conditions. 
Zairian emphasis On rehabilitation Of its rail and river trans- 
port system with foreign assistance will foster demand for surface 
transportation equipment; such purchases, however, are primarily 
through international tender. 
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